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TAGS: AFDF, AFDB, EFIN, EAID 

SUBJECT: PROPOSED AFDF LOAN TO FINANCE ZAIRE OIL PALM 
PROJECT 

SUMMARY: AFRICAN DEVELOPMENT FUND (AFDF) MANAGEMENT 
PROPOSES 5.5 MILLION FUND UNIT OF ACCOUNT (FUA EQUAL 
TO U.S. $1.1 1) LOAN TO EXECUTIVE COUNCIL OF ZAIRE TO 
FINANCE A PORTION OF ZAIRE OIL PALM DEVELOPMENT PROJECT. 

TOTAL COST OF PROJECT EQUAL TO 42.4 MILLION FUA); CAISSE 
CENTRALE DE COOPERATION ECONOMIQUE (3.9 MILLION FUA); 

ARAB BANK FOR ECONOMIC DEVELOPMENT OF AFRICA (2.6 MILLION 
FUA); U.S. AGENCY FOR INTERNATION DEVELOPMENT (620 
THOUSAND FUA); AND FOUR PRIVATE COMPANIES ENGAGED IN 
OIL PALM PRODUCTION (PLANTATIONS LEVER AU ZAIRE, 17.4 
MILLION FUA; BUSIRA-LOMANI, 720 THOUSAND FUA; HEVEA- 
CEQUA. 930 THOUSAND FUA; AND COMPAGNIE DE COMMERCE 
ET DE PLANTATIONS (CCP) 1.3 MILLION FUA). 

END SUMMARY. 
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1 . AFDF DOCUMENT BD/78/04 AND ATTACHMENTS DESCRIBING 
LOAN POUCHED TO NAC AGENCIES JAN 4, 1978. BOARD 
CONSIDERATION SCHEDULED FOR JAN 24. 1978. 

2. AFDF MANAGEMENT PROPOSES 5.5 MILLION LOAN TO 
EXECUTIVE COUNCIL OF ZAIRE TO FINANCE 13 PERCENT OF 
COST OF PROJECT DESIGNED TO REVIVE OIL PALM CULTIVA- 
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TION IN ZAIRE. MAIN COMPONENTS OF PROJECT INCLUDE 

A) REPLANTING OF 10,985 H.A. OF OLD PLANTATIONS, 

B) PLANTING OF 2,630 H.A. AS EXTENSIONS TO EXISTING 
PLANTATIONS, C) SUPPLY OF FERTILIZERS TO 9,260 H.A. 

OF EXISTING BUT NOT YET PRODUCING PLANTATIONS, D) 
CONSTRUCTION AND REPAIR OF BUILDINGS INCLUDING HOUSING, 
DISPENSARIES, SCHOOLS, WORKSHOPS, ETC., E) SUPPLY 

OF SPARE PARTS AND EQUIPMENT FOR REHABILITATION OF 
PROCESSING PLANTS AND CONSTRUCTION OF ONE ADDITIONAL 
PLANT WITH CAPACITY OF 301 TONS OF BUNCHES PER HOUR, 

F) SUPPLY OF EARTHMOVING EQUIPMENT AND VEHICLES FOR 
HEAVY WORK AND TRANSPORTATION, G) RECRUITMENT AND TRAINING 
OF TECHNICAL STAFF, AND H) STUDY ON ESTABLISHMENT OF 
SMALL FAMILY PLANTATIONS AND PILOT PROJECTS. THE 
FOUR COMPANIES INVOLVED IN THE FINANCING OF THE PROJECT 
WILL ACT AS EXECUTING AGENCIES. THE PROJECT WILL BE 
SUPERVISED BY THE GOZ DEPARTMENT OF AGRICULTURE WITH 
FINANCIAL OVERSIGHT EXERCISED BY THE DEPARTMENTS OF 
PORTFOLIO AND FINANCE. THE AFDF LOAN WILL BE ONLENT 
TO THE PRINCIPAL EXECUTING AGENCY, PLANTATIONS LEVER 
AU ZAIRE (PLZ), AT TEN PERCENT INTEREST, 15 YEARS 
AMORTIZATION INCLUDING FIVE YEARS GRACE. PROCEEDS 
OF ONLENT LOAN WILL BE USED BY GOZ TO FINANCE OTHER 
AGRICULTURAL DEVELOPMENT PROJECTS APPROVED BY AFDF. PLZ 
WILL USE AFDF LOAN TO FINANCE FOREX COST OF FOLLOWING 
PROJECT COMPONENTS A) CONS(RUCTION OR REHAB ILITATIOJ) 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 03 ABIDJA 00127 01 OF 02 061202Z 

OF 2,000 70RKERS HOUSES, 65 STAFF HOUSES, 13 SCHOOLS 
AND DISPENSARIES AND 14 OTHER BUILDINGS; 1.12 MILLION 
FUA, B) FERTILIZER; 1.5 MILLION FUA, C) PROCUREMENT OF 
6 LIGHT BULLDOZERS, 5 GRADERS, 15 TRUCKS, AND VARIOUS 
OTHER VEHICLES; 1.03 MILLION FUA, D) CONSTRUCTION OF 
HOUSING, CLASSROOMS, AND DORMITORY FOR TRAINING FACILITY, 

AS WELL AS COST OF SIX EXPATRIATE INSTRUCTORS; 308 
THOUSAND FUA. FOREX COSTS EQUAL 46 PERCENT OF TOTAL 
PROJECT COSTS. EXTERNAL SOURCES OF FINANCING TO 
PROVIDE 51 PERCENT OF AOVERALL PROJECT COSTS; BALANCE 
TO BE PROVIDED BY GOZ AND COMPANIES. COST ESTIMATES 
INCLUDE 10 PERCENT ALLOWANCE FOR PHYSICAL CONTINGENCIES; 

7.5 PERCENT PRICE ESCALATION IN FOREX COSTS. GOZ TO 
MEET ALL COST OVERRUNS, AFDF LOAN TO BE DISBURSED OVER 
FIVE YEARS. PROCUREMENT TO BE IN ACCORDANCE WITH STANDARD 
AFDF PROCEDURES. PROPOSED TERMS 50 YEARS AMORTIZATION, 
INCLUDING TEN YEARS GRACE, 0.75 PERCENT SERVICE 
CHARGE. EXECUTIVE COUNCIL OF ZAIRE TO BE BORROWER, 

FOUR COMPANIES TO BE EXECUTING AGENCIES UNDER GOZ 
SUPERVISION. 
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3. THE OVERALL PROJECT WILL BE IMPLEMENTED BY THE 
FOUR COMPANIES AS FOLLOWS: PLZ ON ITS LUKUTU, 

YALIGIMBA AND BOTEKA PLANTATIONS; BUSIRA-LOMANI ON 
ITS BEMBDOTA PLANTATIONS; HEVA-CEQUA ON ITS BOKOLI, 
YAKAMBA AND BOKUTOLA PLANTATIONS AND CCP ON ITS 
MARGINA PLANTATIONS. THESE COMPANIES ARE HEADQUARTERED 
IN KINSHASA, WITH EACH PLANTATION OR GROUP OF PLAN- 
TATIONS BEING ADMINISTERED BY A MANAGEMENT UNIT. A 
MODEL PLANTATION LIKE LUKUTU OR YALIGMBA IS MANAGED 

BY A DIRECTOR IN CHARGE OF FIVE DEPARTMENTS CONSISTING 
OF TECHNICAL, PLANTATIONS. ACCOUNTSN PERSONNEL, AND 
MEDICAL. THE APPRAISAL REPORT INDICATES THAT THE 
EXECUTING AGENCIES POSES A HIGH DEGREE OF TECHNICAL 
AND MANAGERIAL COMPETENCE. A COMMITTEE OF GOVERNMENT 
AND COMPANY REPRESENTATIVES WILL BE ESTABLISHED TO 
COORDINATE ALL PROJECT ACTIVITIES. 

4. PALM OIL IS ONE OF THE BASIC ELEMENTS IN THE DIET 

OF THE PEOPLE OF ZAIRE. IT IS ALSO AN ESSENTIAL COMMODITY 
FOR VARIOUS INDUSTRIES. IN 1959, THE PLANTATIONS IN 
ZAIRE PRODUCED 250 THOUSAND TONS OF PALM OIL, 190 
THOUSAND TONS OF WHICH WERE EXPORTED. COMMERCIAL PRO- 
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DUCTION OF PALM OIL DROPPED FROM 213 THOUSAND TONS 
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IN 1970 TO 169 THOUSAND TONS IN 1976. DURING THAT 
PERIOD, THE TONNAGE ABSORBED BY THE LOCAL MARKET ROSE 
TO 80 THOUSAND TONS WHILE TONNAGE FOR EXPORT DROPPED 
FROM 133 THOUSAND TO SLIGHTLY OVER 70 THOUSAND. ON 
THE ASSUMPTION THAT THE PROJECT IS NOT IMPLEMENTED, 

IT IS FORECAST THAT PALM OIL PRODUCTION IN ZAIRE WILT. 

CONTINUE TO DECLINE REACHING A LEVEL OF 167 THOUSAND 
TONS IN 1980 AND ABOUT 154 THOUSAND TONS IN 1985, 

RISING SLIGHTLY THEREAFTER TO 160 THOUSAND TONS IN 1990. 

BASED ON PROJECTED DEMOGRAPHIC AND PER CAPITA INCOME 
GROWTH FORECASTS, DOMESTIC CONSUMPTION WOULD REACH 
120 THOUSAND TONS IN 1980, 190 THOUSAND TONS IN 1990 
AND 235 THOUSAND TONS IN 1995. 

5. THE PROPOSED PROJECT WOULD PRODUCE 2.2 THOUSAND 
TONS IN 1982, RISING TO APPROXIMATELY 40 THOUSAND 
TONS BY 1990. THUS, IN 1990, PRODUCTION FROM THE PROJECT 
WOULD ACCOUNT FOR 20 PERCENT OF TOTAL PALM OIL PRODUCTION 
IN ZAIRE (200 THOUSAND TONS). WITHOUT THE PROJECT, 

THE DEFICIT IN PALM OIL REQUIREMENTS WILL BE 30 THOU- 
SAND TONS BY 1990; WHILE WITH IT, THERE WILL BE A 
MARGINAL SURPLUS FOR EXPORT OF 10,000 TONS. 

6. IN ADDITION TO REVIVING THE PALM OIL SECTOR IN 
ZAIRE, THE PROJECT WILL OFFER EMPLOYMENT FOR 3,500 
LABORERS AND 20 SENIOR STAFF. EACH LABORER WILL BE 
COMFORTABLY HOUSED AND WILL RECEIVE SOCIAL AMENITIES 
PROVIDED FOR UNDER THE PROJECT, AS WELL AS AN ANNUAL 
SALARY EQUAL TO ABOUT U.S. $200 PER YEAR. BENEFITS 

TO BE DERIVED BY THE STATE MAINLY IN THE FORM OF 
TAXES WILL AMOUNT TO U.S. $32 MILLION IN EXCESS OF 
EXPENSES WHICH IT INCURS OVER THE 50 YEAR LIFE OF THE 
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PROJECT. THE FINANCIAL RATES OF RETURN FOR COMPANIES 
PARTICIPATING IN THE PROJECT RANGE BETWEEN 16 AND 18 
PERCENT. ECONOMIC RATE OF RETURN FOR ENTIRE PROJECT IS 
ESTIMATED AT 16 PERCENT (FOREX SHADOW PRICED AT 127 
PERCENT). IF PROJECT COSTS RISE BY 10 PERCENT, ECONOMIC 
AND FINANCIAL RATES DECREASE BY 2 PERCENT. IF PROFITS DECREASE 
BY 10 PERCENT RATES OF RETURN WOULD DECREASE BY FURTHER 
2 PERCENT. 
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